SEC Hearing
September 25, 2013

10:00 AM

In Re:

Appeal of the Water Pollution Control Permit No.
NEV0070005, issued to Silver Peak Lithium Project

(Chemetall Foote Corporation) by Silver Peak Ad
Hoc Advisory Committee

State of Nevada, Division of
Environmental Protection
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Department of Conservation and Natural T L S e — 4
Division of Environmental Protection
Bureau of Mining Regulation and Reclamation

Water Pollution Control Permit

Permittee: Chemetall Foote Corporation
Silver Peak Lithium Project
P.O. Box 98
Silver Peak, NV 89047

Permit Number: NEV0070005 (Renewal 2012, Revision 00)

Pursuant to Nevada Revised Statutes (NRS) 445A.300 through 445A.730, inclusive, and
regulations promulgated thereunder by the State Environmental Commission and
implemented by the Division of Environmental Protection (the Division), this permit
authorizes the Permittee to construct, operate, and close the Silver Peak Lithium Project,
in accordance with the limitations, requirements and other conditions set forth in this
permit. The Permittee is authorized to process up to 6,000 tons of ore annually using
chemicals.

The facility is located in Esmeralda County within portions of Sections 26 through 28,
Township 1 South, Range 40 East; Sections 1, 12, 13, and 21 through 25, Township 2
South, Range 39 East; and Sections 1 through 11, 15 through 20, and 29 through 32,
Township 2 South, Range 40 East, Mount Djablo Baseline and Meridian, approximately
40 miles southwest of Tonopah, near the town of Silver Peak.

The Permittee must comply with all terms and conditions of this permit and all applicable
statutes and regulations.

This permit is based on the assumption that the information submitted in the application
of January 20, 1990, as modified by subsequent approved amendments, is accurate and
that the facility has been constructed and is being operated as specified in the application.
The Permittee must inform the Division of any deviation from or changes in the
information in the application, which may affect the Permittee’s ability to comply with
applicable regulations or permit conditions.

This permit is effective as of June 22, 2012, and shall remain in effect until March 23,
2017, unless modified, suspended, or revoked.

Signed this 7th day o; June 2012.

Bruce Holmgren, P.E.
Chief, Bureau of Mining Regulation and Reclamation
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1. Specific Facility Conditions and Limitations

A. In accordance with operating plans and facility design reviewed and approved by
the Division the Permittee shall:

1.

Construct, operate, and close the facility in accordance with those design
plans;

Contain within the fluid management system all process fluids including
all meteoric waters which enter the system as a result of the 25-year, 24-
hour storm event; and

Not release or discharge any process or non-process contaminants from
the fluid management system.

B. Schedule of Compliance (None):

C. The fluid management system covered by this permit consists of the following
process components:

1.

Process plants including, but not limited to, all tanks (e.g. tank farm and
acid tanks), basins, sumps, pumps, and piping necessary to connect
components of the process facility;

Evaporation ponds, liming facility and the R-2 pond; and

. Transfer pipes, ditches, valves, and pumps used in conveyance, control or

detection of process fluids between process components.

D. Monitoring Requirements

Identification Parameter Frequency
1. Fresh Water Well (WS) Profile I' and static water Quarterly
elevation, feet amsl

2. Monitoring well adjacent to the Profile I' and static water Quarterly
R-2 Pond (R-2W) elevation level, feet amsl

3. R-2 Pond (R-2) Minimum freeboard, feet Quarterly

4. Lithium hydroxide plant waste Profile II? Annually
stream (HPWS)

5. Lithium carbonate plant waste Profile II? Annually
stream (CPWS)

6. Brine well® (BW) Profile II? and static water Annually

elevation, feet amsl

7. Plant influent (PI) Profile II2 Annually
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Identification Parameter Frequency

. Petroleun Contaminated Soil VOCs?, SVOCs®, TPH? Prior to
(PCS) Screening Analyses: removal’
Each temporary holding pad cell,
by PCS source type !

. PCS Hazardous Waste Hazardous waste When
Determinations: determination® required®
Each PCS source

10. PCS Management:

Each temporary holding pad,
treatment cell, and disposal
location, by PCS source type

PCS volume added, volume Quarterly
removed and destination,
total volume present (cubic

yards)

The Permittee may request a reduction in the number of elements and frequency
of analyses after four (4) quarters of complete monitoring based on justification
other than cost. Such reductions may be considered formal modifications to the

permit.
Abbreviations:
amsl = above mean sea level; S.U. = standard units
Footnotes:
(1) Profile I:
Alkalinity (esceco;) | Cadmium | Magnesium Selenium
Bicarbonate | Calcium | Manganese Silver
Total Chloride | Mercury Sodium
Aluminum Chromium | Nickel Sulfate
Antimony Copper Nitrate+Nitrite (Toialas N) | Thallium
Arsenic Fluoride | Nitrogen (Total as N) Total Dissolved Solids
Barium Iron pH o01su) Zinc
Beryllium Lead Potassium
(2) Profile II includes Profile I plus the following;
Bismuth Gallium Phosphorus (Totaty | Tin
Boron Lithium Scandium Titanium
Cobalt Molybdenum Strontium Vanadium

P:\BMRR\RegClos\Projects\Sliver Peak (Chemelall Foote NEV0070005)\PermitDocs\201206RK WPCP (Renswal 2012,
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(3) A different production (brine) well shall be sampled each year.
(4) Volatile Organic Compounds (VOCs) analyzed by EPA Method 8260B.

(5) Semi-Volatile Organic Compounds (SVOCs) analyzed by EPA Method
8270D.

(6) Total Petroleum Hydrocarbons (TPH) analyzed by EPA Method 8015
Modified. If any gasoline-range petroleum is suspected, or if the source-type
is unknown, both TPH-P (purgeable) and TPH-E (extractable) are required.
Otherwise, only TPH-E is required.

(7) Each segregated source type of PCS must be sampled separately pursuant to
the approved sample collection protocol. For temporary holding pad cells,
analyses are required only in quarters when PCS removal from the pad is
anticipated. Removal to an approved on-site disposal location is authorized if
PCS meets screening levels.

(8) A hazardous waste determination is required: a) Initially, for each PCS source
prior to management under the PCS Management Plan; b) When a PCS waste
stream is suspected to have changed character since the last determination;
and c) When a hazardous constituent is detected during screening analyses at a
concentration suggestive of hazardous waste. Determinations must be
performed pursuant to 40 CFR 262,11 using operator knowledge and/or
applicable analytical testing methods described in EPA publication SW-846.
Operator knowledge must be adequately described and sufficient to justify the
determination.

E. Quarterly and annual monitoring reports and spill reporting shall be in accordance
with Part I1.B.

All sampling and analytical accuracy shall be in accordance with Part I.E.

=

G. Permit Limitations

1. A minimum of two (2) feet of freeboard shall be maintained in the R-2
Pond at all times. All other ponds must maintain a freeboard of one foot.

2. PCS that exceeds screening levels shall not be placed at an on-site disposal
location.

3. Failure to meet a Schedule of Compliance date.

Exceedences of these limitations may be permit violations and shall be reported as
specified in Part 11.B.4.

H. The facility shall maintain an automated device or a calibrated rain gauge, which
shall be monitored daily, to record daily precipitation. A written record of all
daily accumulations of precipitation shall be maintained on site.

I. The Permittee shall inspect all control devices, systems and facilities weekly.
Drainage and containment systems shall also be inspected during, when possible,

and after major storm events. These inspections are performed to detect evidence
of:

P:\BMRR\RegClos\Projects\Silver Peak (Chemetall Foote NEV0070005)\PermitDocs\201206RK WPCP (Renewal 2012,
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1. Deterioration, malfunction, or improper operation of control systems;
2. Sudden changes in the level of the contents of any monitoring device;

3. Severe erosion or other signs of deterioration in dikes, diversions, or other
containment devices.

J. Prior to initiating permanent closure activities at the facility or any process
component within the facility, the Permittee must have an approved final
permanent closure plan.

K. The Permittee shall remit an annual review and services' fee in accordance with
NAC 445A.232 starting July 1 after the effective date of this permit and every
year thereafter until the permit is terminated or the facility has received final
closure certification from the Division.

L. The Permittee shall not dispose of or treat PCS on the mine site except as
authorized by the approved PCS Management Plan. The approved PCS
Management Plan, and the Division’s Guidance for Mine-Site PCS Management
Plans, are hereby incorporated into this permit by reference.

II. General Facility Conditions and Limitations
A. General Requirements

1. The Permittee shall achieve compliance with the conditions, limitations, and
requirements of the permit upon commencement of each relevant activity.
The Administrator may, upon the request of the Permittee and after public
notice (if required), revise or modify a Schedule of Compliance in an issued
permit if he determines good and valid cause (such as an act of God, a labor
strike, materials shortage or other event over which Permittee has little or no
control) exists for such revision.

2. The Permittee shall at all times maintain in good working order and operate as
efficiently as possible, all devices, facilities, or systems installed or used by
the Permittee to achieve compliance with the terms and conditions of this
permit.

3. Whenever the Permittee becomes aware that he failed to submit any relevant
facts in the permit application, or submitted incorrect information in a permit
application or in any report to the Administrator, the Permittee shall promptly
submit such facts or correct information. Any inaccuracies found in this
information may be grounds for revocation or modification of this permit and
appropriate enforcement action.

B. Reporting Requirements

1. The Permittee shall submit quarterly reports which are due to the Division on
or before the 28" day of the month following the quarter and must contain the
following;:

a. Monitoring results from those locations identified in Parts 1.D.1,1.D.2, and
1.D.3;
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Analytical results of the solution collected from monitoring locations
identified in Parts 1.D.1 and 1.D.2 reported on NDEP Form 0190 or
equivalent;

A record of spills and releases, and the remedial actions taken in
accordance with the approved Emergency Response Plan on NDEP Form
0490 or equivalent;

Analytical results, copies of hazardous waste determinations, and
monitoring results, identified in Parts 1.D.8, 1.D.9, and 1.D.10, pertaining
to the approved PCS Management Plan; and

An updated list of all PCS sources managed under the approved PCS
Management Plan, with any new or changed sources highlighted, reported
on NDEP Form PCS-01 or equivalent; current screening levels for each
on-site disposal location; and a detailed explanation of any revisions to
screening levels.

Facilities which have not initiated mining or construction, must submit a
quarterly report identifying the status of mining or construction. Subsequent
to any noncompliance or any facility expansion which provides increased
capacity, the Division may require an accelerated monitoring frequency.

2. The Permittee shall submit an annual report by February 28" of each year, for

the

a.

preceding calendar year, which contains the following:

Analytical results of the solution collected from monitoring locations
identified in Parts 1.D.4, 1.D.5, 1.D.6, and 1.D.7;

Monitoring results from those locations identified in Part I.D.6;
A synopsis of spills and releases on NDEP Form 0390 or equivalent;

A brief summary of site operations, including the number of tons of ore
processed during the year, construction and expansion activities and major
problems with the fluid management system;

A table of total monthly precipitation amounts reported for the five-year
history previous to the date of submittal;

An updated version of the facility monitoring and sampling procedures
and protocols;

An updated evaluation of the closure plan using specific characterization
data for each process component with respect to achieving stabilization;
and

Graphs of leak detection flow rates, pH, total dissolved solids (TDS),
sulfate as SO, chloride, nitrate + nitrite (Total as N), fluoride, zinc, and
arsenic concentration (as applicable), versus time for all fluid sampling
points. These graphs shall display a five-year history previous to the date
of submittal. Additional constituents may be required by the Division if
deemed necessary.
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3. Release Reporting Requirements: The following applies to facilities with an
approved Emergency Response Plan. If a site does not have an approved
Emergency Response Plan, then all releases must be reported as per NAC
445A.347 or NAC 445A.3473, as appropriate.

a. A release of any quantity of hazardous substance, as defined at NAC
445A.3454, to surface water, or that threatens a vulnerable resource, as
defined at NAC 445A.3459, must be reported to the Division as soon as
practicable after knowledge of the release, and after the Permittee notifies
any emergency response agencies, if required, and initiates any action
required to prevent or abate any imminent danger to the environment or
the health or safety of persons. An oral report shall be made by telephone
to 888-331-6337 for in-State callers or (775) 687-9485 for out-of-State
callers, and a written report shall be provided within ten (10) days in
accordance with Part I1.B.4.b.

b. A release of a hazardous substance in a quantity equal to or greater than
that which is required to be reported to the National Response Center
pursuant to 40 Code of Federal Regulations (CFR) Part 302 must be
reported as required by NAC 445A.3473 and Part 11.B.3.a,

c. A release of a non-petroleum hazardous substance not subject to Parts
I1.B.3.a. or IL.B.3.b., released to soil or other surfaces of land, and the
quantity is equal to or exceeds 500 gallons or 4,000 pounds, or that is
discovered in or on groundwater in any quantity, shall be reported to the
Division no later than 5 P.M., of the first working day after knowledge of
the release. An oral report shall be made by telephone to 888-331-6337
for in-State callers or (775) 687-9485 for out-of-State callers, and a written
report shall be provided within ten (10) days in accordance with Part
I1.B.4.b. Smaller releases, greater than 25 gallons or 200 pounds and less
than 500 gallons or 4,000 pounds, released to soil or other surfaces of
land, or discovered in at least three cubic yards of soil, shall be reported
quarterly on NDEP Form 0390 or equivalent.

d. Petroleum Products and Ethylene Glycol: If a release is subject to Parts
II.B.3.a. or II.B.3.b,, report as specified in Part II.B.3.a. Otherwise, if a
release of any quantity is discovered on or in groundwater, or if the
quantity is equal to or greater than 100 gallons released to soil or other
surfaces of land, report as specified in Part II.B.3.c. Smaller releases,
greater than 25 gallons but less than 100 gallons, released to soil or other
surfaces of land, or if discovered in at least three cubic yards of soil, shall
be reported quarterly on NDEP Form 0390 or equivalent.

4, The Permittee shall report to the Administrator any noncompliance with the
permit.

a. Each such event shall be reported orally by telephone to (775) 687-9400,
not later than 5 P.M. of the next regular work day from the time the

P:\BMRR\RegClos\Projects\Silver Peak (Chemetall Foote NEV0070005)\PermitDocs\201206RK WPCP (Renewal 2012,
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Permittee has knowledge of the circumstances. This report shall include
the following:

i. Name, address, and telephone number of the owner or operator;
ii. Name, address, and telephone number of the facility;
iii. Date, time, and type of incident, condition, or circumstance;

iv. If reportable hazardous substances were released, identify material and
report total gallons and quantity of contaminant;
v. Human and animal mortality or injury;

vi. An assessment of actual or potential hazard to human health and the
environment outside the facility; and

vii, If applicable, the estimated quantity of material that will be disposed
and the disposal location.

A written summary shall be provided within ten (10) days of the time the
Permittee makes the oral report. The written summary shall contain:

i. A description of the incident and its cause;
ii. The periods of the incident (including exact dates and times);

iii. If reportable hazardous substances were released, the steps taken and
planned to complete, as soon as reasonably practicable, an assessment
of the extent and magnitude of the contamination pursuant to NAC
445A.2269;

iv. Whether the cause and its consequences have been corrected, and if
not, the anticipated time each is expected to continue; and

v. The steps taken or planned to reduce, eliminate, and prevent
recurrence of the event.

The Permittee shall take all available and reasonable actions, including
more frequent and enhanced monitoring to:

i. Determine the effect and extent of each incident;

ii. Minimize any potential impact to the waters of the State arising from
each incident;

ili. Minimize the effect of each incident upon domestic animals and all
wildlife; and

iv. Minimize the endangerment of the public health and safety which
arises from each incident.

If required by the Division, the Permittee shall submit, as soon as
reasonably practicable, a final written report summarizing any related
actions, assessments, or evaluations not included in the report required in
Part 11.B.4.b., and including any other information necessary to determine
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and minimize the potential for degradation of waters of the State and the
impact to human health and the environment. Submittal of the final report
does not relieve the Permittee from any additional actions, assessments, or
evaluations that may be required by the Division.

C. Administrative Requirements

1. A valid permit must be maintained until permanent closure is complete.
Therefore, unless permanent closure has been completed, the Permittee shall
apply for permit renewal not later than one-hundred twenty (120) days before
the permit expires.

2. Except as required by NAC 445A.419 for a permit transfer, the Permittee shall
submit current permit contact information described in paragraphs (a) through
(c) of subsection 2 of NAC 445A.394 within thirty (30) days after any change
in previously submitted information,

3. All reports and other information requested by the Administrator shall be
signed and certified as required by NAC 445A.231.

4. When ordered consistent with Nevada Statutes, the Permittee shall furnish any
relevant information in order to determine whether cause exists for modifying,
revoking and reissuing, or permanently revoking this permit, or to determine
compliance with this permit.

5. The Permittee shall maintain a copy of, and all modifications to, the current
permit at the permitted facilities at all times.

6. The Permittee is required to retain during operation, closure and post-closure
monitoring, all records of monitoring activities and analytical results,
including all original strip chart recordings for continuous monitoring
instrumentation, and all calibration and maintenance records. This period of
retention must be extended during the course of any unresolved litigation.

7. The provisions of this permit are severable. If any provision of this permit, or
the application of any provision of this permit to any circumstance, is held
invalid, the application of such provision to other circumstances, and the
remainder of this permit, shall not thereby be affected.

8. The Permittee is authorized to manage fluids and solid wastes in accordance
with the conditions of this permit. Issuance of this permit does not convey
property rights of any sort or any exclusive privilege; nor does it authorize any
injury to persons or property, any invasion of other private rights, or any
infringement of Federal, State or local law or regulations. Compliance with
the terms of this permit does not constitute a defense to any order issued or
any action brought under the Water Pollution Control Statutes for releases or
discharges from facilities or units not regulated by this permit. NRS
445A.675 provides that any person who violates a permit condition is subject
to administrative or judicial action provided in NRS 445A.690 through
445A.705.

P:\BMRR\RegClos\Projects\Silver Peak (Chemetall Foote NE V0070005)\PermitDocs\201206RK WPCP (Renewal 2012,
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D. Division’s Authority

The Permittee shall allow authorized representatives of the Division, at reasonable
times, and upon the presentation of credentials to:

I,

Enter the Permittee’s premises where a regulated activity is conducted or
where records are kept per the conditions of this permit;

Have access to and copy any record that must be kept per the conditions of
this permit;

Inspect any facilities, equipment (including monitoring and control
equipment), practices, or operations regulated by this permit; and

Sample or monitor for any substance or parameter at any location for the
purposes of assuring permit and regulatory compliance.

E. Sampling and Analysis Requirements

1.

Samples and measurements taken for the purpose of monitoring shall be
representative of the monitored activity.

For each measurement or sample taken pursuant to the conditions of this
permit, the Permittee shall record the following information:

a. The exact place, date, and time of the inspection, observation,
measurement, or sampling; and

b. The person(s) who inspected, observed, measured, or sampled.

Samples must be taken, preserved, and labeled according to Division
approved methods.

Standard environmental monitoring chain of custody procedures must be
followed.

Samples shall be analyzed by a laboratory certified by the State of Nevada.
The Permittee must identify the certified laboratory used to perform the
analyses, laboratory reference number, sample date and laboratory test date in
quarterly and annual reports.

The accuracy of analytical results, unless otherwise specified, shall be
expressed in mg/L and reliable to at least two (2) significant digits. The
analytical methods used must have a lower level of detection equal to or less
than one-half the reference value for Profile I constituents. Profile II
constituents that have established reference values shall be quantified using an
analytical method with a lower level of detection equal to or less than the
reference value.

F. Permit Modification Requirements

1.

Any material modification must be reported by submission of a new
application, or, if such changes will not violate the limitations specified in the
permit, by notice to the permit issuing authority of such changes. Any change
which materially modifies, as defined in NAC 445A.365, the permitted
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facility must comply with NAC 445A.392, NAC 445A.4155, NAC 445A.416,
and NAC 445A.417.

Prior to the commencement of mining activities at any site within the State
which is owned or operated by the Permittee but not identified and
characterized in the application, the Permittee shall submit to the Division a
report which identifies the locations of the proposed mine areas and waste
disposal sites, and characterizes the potential of mined materials to release
pollutants. Prior to development of these areas the Division shall determine if
any of these new sources will be classified as process components and require
engineered containment as well as permit modification.

. The Permittee must notify the Division in writing at least thirty (30) days

before the introduction of process solutions into a new process component or
into an existing process component which has been materially modified, or of
the intent to commence active operation of that process component,

. The Permittee must obtain a written determination from the Administrator of

any planned material modification(s) as to whether it is considered a permit
modification.

The Permittee must give advance notice to the Administrator of any planned
changes or activities which are not material modifications in the permitted
facility that may result in noncompliance with permit requirements.

Prepared by: Rob Kuczynski, P.E.
Date: June 7, 2012
Pemmit Revision 00: Permit and Fact Sheet Renewal 2012.

(Fact Shest Revision 00)
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FACT SHEET NSRS DM o e
(pursuant to NAC 445A.401)
Permittee Name: Rockwood Lithium, Inc.
Project Name: Silver Peak Lithium Project
Permit Number: NEV0070005 (Permit Renewal 2012, Rev. 02)

A.

(Fact Sheet Revision 02)

Description of Facility

Location: The Silver Peak Lithium Project (SPLP) is located in Esmeralda County,
within portions of Sections 26 through 28, Township 1 South, Range 40 East; Sections 1,
12, 13, and 21 through 25, T2S, R39E; and Sections 1 through 11, 15 through 20, and 29
through 32, T2S, R40E, Mount Diablo Baseline and Meridian, approximately 40 miles
southwest of Tonopah, near the town of Silver Peak.

Rockwood Lithium, Inc. (formerly Chemetall Foote Corporation) is the current Permittee
of Record for the SPLP and is authorized to process up to 6,000 tons of ore annually
using physical separation and chemicals,

The SPLP is located within the Clayton Playa, a closed hydrological basin. The project
occupies approximately 6,617 acres, of which 5,960 acres is private land owned or leased
to the Permittee and 657 acres on public land administered by the BLM-Battle Mountain
District, Tonopah Field Office.

Site Access: From Hawthorne, proceed east then south on U.S. Route (U.S.)-95, 63 miles
to Coaldale Junction/U.S.-6; proceed east on U.S.-95/U.S.-6 six miles to the junction of
State Route (S.R.)-265/Nivlock Road; proceed south on S.R.-265, 21 miles through the
town of Silver Peak to the Chemetall Foote Lithium Project--Administrative Offices,
located on the south side of the road. The process facility is on the north side of the road
and the brine operations are located approximately 3 miles east of Silver Peak on Silver
Peak Road and occupy both the north and south sides of the road.

From Tonopah, proceed west on U.S.-95/U.S.-6 for a distance of 34 miles to the junction
of S.R.-265/Nivlock Road; proceed west then south on S.R.-265 through the town of
Silver Peak to the SPLP. In addition, access to the site is also possible via gravel/dirt
roads form Tonopah and Goldfield.

Characteristics: The SPLP consists of numerous deep wells, solar evaporation ponds,
lime sludge pond, process plant, stockpiled salt dumps and lime slakers. The
groundwaters or subsurface brines of the Clayton Playa are essentially the “ore” for the
SPLP, and typically average more than 139,000 mg/L total dissolved solids (TDS).
Annual brine well production (extraction) is typically in the billions of gallons range.
Annual lithium hydroxide and lithium carbonate plant feed is typically in the tens of
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millions of gallons range and all processing, reagent storage, and fuel dispensing and
storage is on concrete containment of at least 110 percent of the largest tank or vessel.

Production Limitation and Fee Category Designation: Mining facilities regulated by
the Division, utilize a regulatory fee structure based on the annual ore production.
Although the fee structure differentiates between facilities that use chemicals in their
beneficiation process and those that do not (e.g. physical separation facility), there is no
distinction between hardrock and solution mining,

For fee assessment purposes, the Division and Permittee have agreed upon a fee structure
based on the annual ore processed, not the annual volume of lithium brine extracted.
With an ore processing rate of 6,000 tons annually, the SPLP has been placed in the
lowest fee category for chemical process facilities. Refer to the Division’s May 1, 1997
letter to Cyprus Foote Mineral Company for additional details.

Regulatory Exemptions: Pursuant to Nevada Administrative Code (NAC) 445A.424, a
facility, regardless of size or type, may not degrade the waters of the State to the extent
that the quality of surface water is lowered below that allowed by Nevada Revised Statute
(NRS) 445A.565 and groundwater quality is lowered below a State or Federal regulation
prescribing standards for drinking water.

The Division has specifically exempted groundwater beneath the Clayton Playa from the
drinking water standard standards for the following reasons:

° The total dissolved solids (TDS) concentration in the groundwater is greater than
10,000 mg/L and the groundwater is not reasonably expected to become a supply
of drinking water. Furthermore, it would be economically or technologically
impractical to render the water fit for human consumption; and

. The groundwater produces a mineral fluid (lithium brine) which exists in
concentrations that support commercial production and that releases by the
facility will not affect this production.

The Division has also exempted the Storm Water Permit requirement for the SPLP since
any stormwater runoff from the facility discharges to a dry playa in a closed hydrological
basin.

Synopsis

Background/History:  Rockwood Lithium, Inc. and its predecessor companies
(Chemetall Foote Corporation, Cyprus Foote Minerals, and Foote Minerals) have
operated at the SPLP site since 1964. Division records indicate that National Pollutant
Discharge Elimination System (NPDES) Permit NEV0070005 was first issued to the
Foote Mineral Company in 1978 by the Division’s Bureau of Water Pollution Control
(BWPC). The Permit expired in 1982 and although a renewal application was submitted,
the NPDES Permit renewal was delayed for a variety of reasons, including 1) BWPC
permitting workload and priorities at the time; 2) Pending changes in the administration
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of the NPDES program and regulation implementation; and 3) the uncertain future
applicability of the SPLP to the NPDES regulations. In the interim, the facility was
authorized to continue operation under the existing NPDES Permit.

Changes to NPDES regulatory criteria resulted in the elimination of NPDES Permit
requirement for the SPLP in 1989. In its place, a new Water Pollution Control Permit
(WPCP NEV0070005) would be issued. In addition, the Division’s newly-formed
Bureau of Mining Regulation and Reclamation (BMRR), was assigned permitting,
monitoring, and compliance responsibility for the SPLP that year.

WPCP NEV0070005 was issued to the Permittee in 1992. In 1994, the Permit was
modified for the construction of a lithium hydroxide monohydrate (LiOH*H;0)
production facility which was completed in 1996. In 1998, the Permit was modified for
the expansion of the lower tank farm in the lithium hydroxide monohydrate plant. In
addition, there have been several Engineering Design Changes (EDCs), the most recent
being the March 2011 incorporation of the Division-authorized Petroleum Contaminated
Soil (PCS) Management Plan for the SPLP.

Current Operations: Lithium bearing brines are pumped from beneath the playa surface
by a series of 42 production wells placed and operated to most efficiently recover the
resource from the aquifer. The range of designed operation conditions for each well is
dependent upon the aquifer and individual hydrology of the unit, with a total wellfield
production of no more than twelve million gallons of lithium brine per day.

Exploration, well drilling and aquifer development are continuous throughout the
operation. The brines produced from the wells enter the solar evaporating pond system,
comprised of 28 evaporating ponds (unlined) of which 16 are currently active. Solar
evaporation of the brines results in the precipitation of salts, primarily in the form of
magnesium chloride (MgCl;) and sodium chloride (NaCl) when the salt solution
saturation levels are reached. The ponds are designed to operate with a brine depth of one
to two feet, with one foot of freeboard, which equates to more than four times the 100-
year, 24-hour storm event.

Evapoconcentration Pond Operations

Weak brine is delivered to the pond system for processing into plant feed material. Since
the lithium concentration in the available subsurface brines is declining, adjustments are
required in the downstream pond operations to continue to provide the process plant with
high quality brine.

The weak brine enters the pond system, where the concentration of lithium is increased
via solar evapoconcentration. Wherever possible, gravity flow is utilized throughout the
system and by pumps where necessary.

When brine concentration reaches approximately a ten-fold increase in lithium it is
necessary to remove magnesium from the brines. Magnesium is removed from the brines
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with the addition of slaked lime (Ca(OH),) with water and adding the resultant lime
slurry to the brine in a two stage reactor system. The lime slaking operation is controlled
by measuring the specific gravity of the slurry to insure that the proper ratio of water to
lime is used for maximum efficiency. The lime addition rate is controlled by measuring
the pH of the brine as it is discharged from the reactors.

The addition of slaked lime results in the production of a semi-solid mud, consisting
mainly of magnesium hydroxide (Mg(OH);) and calcium sulfate (CaSO,), which is
deposited in the Lime Solids Pond. Decant and further evaporation of the treated brine
results in the continued deposition of salts on the pond floors. When economically
feasible, the salts are removed from the ponds and stockpiled in one of three piles located
adjacent to the pond area. The discharged brine enters a series of nine small ponds
known as the Strong Brine Complex (SBC) for evapoconcentration.

Lithium Carbonate Production

When the lithium concentration reaches levels suitable for Lithium Carbonate Plant feed,
the brine is pumped from the SBC to the Lithium Carbonate Plant. Within the plant, the
brine is discharged into one of two mixing tanks, where slaked lime and soda ash
(NazCOs) are added to remove any remaining magnesium and calcium, which would
interfere with the precipitation of lithium carbonate (Li;CO;). This treatment results in
the production of a semi-solid sludge composed primarily of magnesium hydroxide and
calcium carbonate (CaCOs). This mud is removed periodically from the treatment tanks
and discharged into the Plant Waste Ditch (PWD), where it combined with other plant
waste waters and discharged onto the playa surface near the western edge of the pond
system.

The quantity of lime added is determined by the final solution pH, with the target value
of 11.0. The quantity of soda ash solution added to each batch is determined by the
treated brine calcium ion concentration, with a target value of 8 mg/L. The treated
batches of brine are pumped into one of three settling tanks, where the precipitated
calcium and magnesium muds are allowed to settle out. The settled brine is decanted
through one of two plate and frame filter presses into the Clear Brine Surge Tank
(CBST). The filter presses are pre-coated with a diatomite filter media.

The brine feed is pumped from the CBST on a continuous basis through the heat
exchangers into the reactor system. The rate of brine feed (in gallons per minute) is
based on lithium concentration and production requirements. The heat exchangers heat
the brine to a temperature of 195° F.

The hot brine feed is split between the first two reactors in a ratio based on operating
conditions and brine strength. Soda ash is added continuously to Reactor #1 by a weigh
feeder at a rate controlled by plant instrumentation. The quantity of excess soda ash
added is determined hourly by titration of the mother liquor from Reactor #3 with
adjustments made accordingly. The product slurry overflowing Reactor #3 is pumped
into a bank of cyclones, with the overflow from the cyclones discharged to the Settler
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Tank, for sedimentation. The Settler Tank under flow is pumped to another cyclone, and
the overflowed mother liquor is pumped to the pond system. The cyclone underflow
slurry is spread over the extractor belt where the remaining mother liquor is removed by
vacuum and pumped into the mother liquor line and returned to the ponds.

The product cake on the extractor is washed with hot, softened water to remove any
contaminants left by the mother liquor. The water is removed from the cake by another
vacuum pan and pumped into Reactor #1. The washed cake, containing about 20 percent
moisture, is fed to a propane fired dryer, then air conveyed to the product bin and
packaging warehouse.

Lithium Hydroxide Production

In the Lithium Hydroxide Plant, lithium carbonate is reacted with slaked lime to produce
a lithium hydroxide solution and calcium carbonate solids. The calcium carbonate solids
are separated by centrifuging, washed and moved to the playa for storage in the pond
system. The lithium hydroxide solution is evaporated in a triple effect evaporator to
precipitate the solid lithium hydroxide monohydrate (LiOH*H,0), which is dried and
packaged for sales. A portion of the lithium hydroxide monohydrate is further processed
into anhydrous lithium hydroxide (LiOH) for sales.

To further supplement lithium hydroxide production, the SPLP receives scrap lithium
metal from the Permittee’s Kings Mountain, North Carolina facility and from a toll
producer for the purpose of producing lithium hydroxide solution. Scrap lithium metal as
added to the non-potable brine ponds where it reacts to produce lithium hydroxide
solution.

Lime is slaked with dirty condensate in the lime slaker, which feeds slurry to a reactor.
Lithium carbonate is fed to the reactor in an approximate ratio of 1:1 with lime with the
resulting slurry pumped to a series of digesters, which provide sufficient residence time
for the reaction to go to completion. The concentration of LiOH and CO; in the slurry are
measured to control the feed rates to the reactors and to adjust the lithium carbonate-lime
ratio. CO; is a measure of the unreacted lithium carbonate, which if present will cause
scaling in the evaporator tubes. The values are maintained by adjustments to the lime,
lithium carbonate and make-up water feed rates.

Slurry overflow from Digester #4 pumped to Bird Centrifuge #1, where the LiOH bearing
liquor is separated from the CaCO3muds. The liquor is sent to unfiltered storage, and the
muds re-slurried with water and sent to Bird Centrifuge #2. The concentrate from the
washing is sent to the reactor, and the muds re-slurried and returned to the playa. The
purpose of the second centrifuge is to wash the mud to minimize the loss of lithium from
the process. Total Li;O in the muds should be maintained below 1.1 percent. The liquor
from unfiltered storage is pumped through plate and frame filter presses to remove any
remaining bits of solids. After leaving the presses, the liquor is sent to filtered storage for
feeding to the Tripple Effect Evaporator (TEV).
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In the TEV, water is removed from the liquor by evaporation under vacuum. Evaporation
under vacuum allows boiling of the liquor at temperatures much lower than at
atmospheric pressure. Formation of lithium hydroxide crystals at temperatures above
about 1500° F can result in the precipitation of the anhydrous form instead of the
monohydrate.

A portion of the slurry from the recirculation system from the third effect of the
evaporator is diverted to a hydrocyclone, where the thickened slurry is fed through a
clarifier into the product centrifuge. The concentrate is removed and returned to the
evaporator system. The product cake is washed with hot water, and delivered to the dryer.
The dryer is of the steam-heated air rotary design, and both product and air temperature
are controlled, as well as air humidity. The dried product is then transferred to the
screening and packaging operation.

Control of drying conditions is critical to product quality in that under drying will
produce a product which will cake in the package, and over drying will result in the
formation of anhydrous lithium hydroxide on the surface of the product crystals which
will produce dust when handling. Product from the dryer is passed through a Rotex
screen to segregate by size fraction depending on customer eeds and specifications.
Over and undersize material is re-dissolved and returned to the evaporator system.
Product is packaged after screening into appropriate containers, and sampled for final
shipping analysis.

Product Packaging and Shipment

Product intended for is to be packaged for shipment to customers is transferred by
pneumatic conveyors or feed screws to various packaging bins, depending on the product
line. From the packaging bins the product is transferred into the packaging facility by
mechanical conveyors. In the packaging facility the product may be packaged in a
number of different containers, depending on sales and inventory needs.

Future Plans: With the demand for lithium and lithium compounds increasing, future
plans include improvements to the pond system and wells during 2012 and the full-time
operation of the lithium carbonate plant.

A salt removal project is proposed for 2012, which will involve the removal of over 1.4
million cubic yards of salt from the saturated brine complex. A U.S. Department of
Energy (DOE)-funded project will continue into 2012, with well rehabilitation and
replacement drilling, geothermal exploration, and further process facility improvements.

Fluid Management: 1n the solar pond system, the brines flow from one pond to another,
typically through flow points cut in the dikes separating one pond from another, or
pumped where elevation differential requires, as evaporation increases the total dissolved
solids (TDS) content. Management of the flow through the system consists of regular
monitoring of pond levels and laboratory analysis of the contained brines.
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The rate of brine transfer from one pond to another is dictated by the rate of solids
increase, which is dependent upon the evaporation rate; which is seasonally variable,
Sampling of the pond brines for laboratory analysis is done on a regular schedule, which
provides for sampling of each pond a minimum of once per month and a maximum of
once daily, dependent upon the need.

Pond levels are surveyed monthly, for calculation of contained gallons, and monitored
daily by visual inspection. The storage capacity for meteoric waters is typically in excess
of one foot of freeboard, which equates to more than four times the 100-year, 24-hour
storm event. The flow through the system is adjusted and closely monitored during and
after any severe storm event and action must be taken by plant personnel in the event the
quantity of precipitation exceeds one tenth of an inch, pursuant to the emergency
response plan.

The process fluids at the lithium carbonate plant site are contained in lined steel tanks,
which are either open-topped (if located inside the plant), or covered (if located outside
the facility). Process fluids at the lithium hydroxide plant are contained in steel and fiber
reinforced plastic tanks, which are either open-topped (if located inside the plant), or
covered (if located outside the facility). In addition, collection sumps have been installed
to provide for the recovery of any fluids which may collect on the processing floor. These
fluids are returned to the process for recovery of the contained lithium product values.
The secondary containment required pursuant to NAC 445A 436 is provided for the post-
regulation lithium hydroxide plant and lower tank farm (including acid tanks), but not the
pre-regulation lithium carbonate plant.

Petroleum-Contaminated Soil (PCS) Management Plan. A PCS Management Plan was
approved as an Engineering Design Change (EDC) on March 18, 2011, authorizing on-
site disposal of PCS at a PCS disposal pad constructed on the Clayton Valley playa 4.5
miles east of the town of Silver Peak. Prior to management under the plan, hazardous
waste determinations must be performed to demonstrate that the PCS is not hazardous
waste. Hazardous waste must be managed and disposed in accordance with applicable
regulations.

On-site disposal of PCS is also contingent on the results of periodic screening analyses,
which must show that the PCS does not exceed screening levels established via risk
assessment for various organic constituents. Otherwise, the PCS must be properly
disposed off-site. PCS may be stored on an approved PCS temporary holding pad while
screening analyses are performed. The PCS temporary holding pad includes a soil liner
that meets the requirements at NAC 445A.438. The liner is protected by a minimum 6-
inch thick layer of drain rock and a minimum 6-inch thick sand marker bed.

Site Hydrology/Hydrogeology and Background Groundwater Quality

Extensive exploration drilling has occurred to define the naturally occurring brine ore
body and hydrogeology of the playa and areas surrounding the playa. The dual-tube
drilling method is used to define a vertical profile of the hydrogeologic conditions of the
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subsurface as well as the groundwater chemistry. Freshwater does not exist near the
pond system of the playa. However, upgradient of the playa margin yields groundwater
that is potable. A monitoring well is located between the R-2 process pond and the
freshwater wells (located upgradient) to define the groundwater quality between the playa
aquifer and the freshwater aquifer, The topographic surface at the freshwater wells is
about 120 meters (390 feet) higher in elevation than the playa surface and the direction of
the groundwater flow is clearly toward the playa.

The groundwater pumped from the Clayton Valley Playa produces a brine solution with
very high Total Dissolved Solids (TDS) concentrations, averaging 139,000 ppm.
Stormwater runoff and accumulation is directed to the closed hydrogeologic system of
the Clayton Valley.

Procedures for Public Comment

The Notice of the Division’s intent to issue a permit authorizing the facility to construct,
operate and close, subject to the conditions within the permit, is being sent to the
Tonopah Times-Bonanza & Goldfield News for publication. The Notice is being
mailed to interested persons on our mailing list. Anyone wishing to comment on the
proposed permit can do so in writing within a period of 30 days following the date of
public notice. The comment period can be extended at the discretion of the
Administrator.  All written comments received during the comment period will be
retained and considered in the final determination.

A public hearing on the proposed determination can be requested by the applicant, any
affected State, any affected intrastate agency, or any interested agency, person or group
of persons. The request must be filed within the comment period and must indicate the
interest of the person filing the request and the reasons why a hearing is warranted.

Any public hearing determined by the Administrator to be held must be conducted in the
geographical area of the proposed discharge or any other area the Administrator
determines to be appropriate. All public hearings must be conducted in accordance with
NAC 445A.403 through NAC 445A.406.

Proposed Determination

The Division has made the tentative determination to issue the permit,

Proposed Effluent Limitations, Schedule of Compliance, Special Conditions

See Section I of the permit.

Rationale for Permit Reguirements

The facility is located in an area where annual evaporation is greater than annual
precipitation. The groundwaters of the Clayton Valley Playa do not currently serve as a
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source of drinking water, produces a mineral fluid that is capable of commercial
production, as evidenced by a 40 year history of lithium production from the fluid, and it
would be economically or technologically impractical to render the water fit for human
consumption. In addition, the total dissolved solids in the groundwater averages 139,000
mg/L, due to the fact that Clayton Playa is the terminal discharging point for deeper water
circulation through the adjacent valleys. Therefore, the playa groundwater is exempted
from drinking water standards pursuant to NAC 445A.424(1).

The primary method for identification of escaping process solution from components on
the playa margin and upgradient thereof, where groundwater quality meets or exceeds
Profile I standards, will be placed on required routine monitoring and sampling of
monitoring well(s) and inspections. Specific monitoring requirements can be found in
the Water Pollution Control Permit,

Federal Migratory Bird Treaty Act

Under the Federal Migratory Bird Treaty Act, 16 U.S.C. 701-718, it is unlawful to kill
migratory birds without license or permit, and no permits are issued to take migratory
birds using toxic ponds. The Federal list of migratory birds (50 CFR 10, April 15, 1985)
includes nearly every bird species found in the State of Nevada. The U.S. Fish and
Wildlife Service is authorized to enforce the prevention of migratory bird mortalities at
ponds and tailings impoundments. Compliance with State permits may not be adequate
to ensure protection of migratory birds for compliance with provisions of Federal statutes
to protect wildlife.

Open waters attract migratory waterfowl and other avian species. High mortality rates of
birds have resulted from contact with toxic ponds at operations utilizing toxic substances.
The Service is aware of two approaches that are available to prevent migratory bird
mortality: 1) physical isolation of toxic water bodies through barriers (covering with
netting), and 2) chemical detoxification. These approaches may be facilitated by
minimizing the extent of the toxic water, Methods which attempt to make uncovered
ponds unattractive to wildlife are not always effective. Contact the U.S. Fish and
Wildlife Service at 1340 Financial Boulevard, Suite 234, Reno, Nevada 89502-7147,
(775) 861-6300, for additional information.

Prepared by: Rob Kuczynski, P.E.

Date: June 7, 2012

Fact Sheet Rev. 00: Renewal 2012

(Permit Revision 00)

Prepared by. Rob Kuczynski, P.E.

Date; October 24, 2012

Fact Sheet Rev. 01 Non-Fee Change. Change of Permittee's corporate name from Chemetall Foote
(Permit Revision 01) Corporation to Rockwood Lithium,

Prepered by Rob Kuczynski, P.E

Date: May 29, 2013

Fact Sheet Rev. 02: Non-Fee Change. Comect of Permittee’s corporate name from Rockwood Lithium to
(Permit Revision 02) Rockwood Lithium, inc.
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Notice of Proposed Action - Bureau of Mining Regulation and Reclamation
Web Posting: 04/11/2012
Deadline for Comments: 05/19/2012

The Administrator of the Division of Environmental Protection gives notice that an application
for a renewal of a Water Pollution Control Permit for the Silver Peak Lithium Project, a
solution mining and beneficiation facility, has been properly filed with the Division of
Environmental Protection in Carson City. The applicant for the renewal of Water Pollution
Control Permit NEV0O070005 (Permit) is:

Chemetall Foote Corporation
P.O. Box 98
Silver Peak, Nevada 89047

The facility is located on public and private land in Esmeralda County, within portions of

Sections 26 through 28, Township 1 South, Range 40 East; Sections 1, 12, 13, and 21 through

C“‘- 25, Township 2 S, Range 39 E; and Sections 1 through 11, 15 through 20, and 29 through 32,

~ Township 2 S, Range 40 E, Mount Diablo Baseline and Meridian, approximately 40 miles
southwest of Tonopah, near the town of Si lver Peak.

The project consists of a solution mining and chemical process facility, designed to extract
lithium from brines beneath the Clayton Valley playa, with a maximum permitted production
rate of 6,000 tons of equivalent lithium carbonate per year. The facility is comprised of
numerous deep wells, solar evaporation ponds, lime sludge pond, process plants, stockpiled
salt dumps, and appurtenances such as the lime slaker. Facilities are required to be
designed, constructed, operated and closed without any discharge or release in excess of
those standards established in regulation except for meteorological events which exceed the
design storm event.

The Administrator is constrained to either issue the renewal Permit or to deny the
application. The Administrator has made the tentative decision to issue the renewal Permit.

Persons wishing to comment upon the proposed Permit, to recommend terms and conditions
for consideration of incorporation into the Permit, or who request a public hearing pursuant
to Nevada Administrative Code (NAC) Chapter 445A, must submit their written comments,
objections, or requests by hand delivery or US Postal Service, or by facsimile or e-mail
transmittal (with the original to be received within five (5) days of transmittal date), no later
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than 5:00 PM on the 30" day following the date of publication of this notice (submittal end
date May 19, 2012) to:

Division of Environmental Protection

Bureau of Mining Regulation and Reclamation
901 South Stewart Street, Suite 4001

Carson City, Nevada 89701-5249

All comments, objections, or requests received during the public notice period will be
considered in the final determination regarding the Permit. If the Division determines written
comments or requests indicate a significant degree of public interest in this matter, the
Administrator shall schedule a public hearing in accordance with the requirements of NAC
445A.405.

The draft Permit and all application documents are on file at the Division and are available
for public inspection and copying pursuant to NRS 445A.665. For more information, contact

Rob Kuczynski, P.E. at (775) 687-9441 or visit the Bureau of Mining’s website at
http://ndep.nv.gov/bmrr/bmrr01.htm
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NOTICE OF DECISION - Bureau of Mining Regulation and Reclamation
Web Posting: 06/07/2012
Deadline for Appeal: 06/17/2012

Silver Peak Lithium Project
WPC Permit No. NEVO070005

Chemetall Foote Corporation
PO Box 98
Silver Peak, NV 89047

The Nevada Division of Environmental Protection has decided to issue a renewal Water
Pollution Control Permit (Permit) NEVO070005 to Chemetall Foote Corporation. This permit
authorizes the construction, operation, and closure of an approved physical separation facility
at the Silver Peak Lithium Project site in Esmeralda County. The Division has been provided
with sufficient information, in accordance with Nevada Administrative Code (NAC) 445A.350
through NAC 445A.447, to assure the Division that the groundwater quality will not be
degraded by this operation, and that public safety and health will be protected.

The Permit will become effective June 22, 2012. The final determination of the
Administrator may be appealed to the State Environmental Commission pursuant to Nevada
Revised Statute (NRS) 445A.605 and NAC 445A.407. All requests for appeals must be filed by
5:00 PM, June 17, 2012, on Form 3, with the State Environmental Commission, 901 South
Stewart Street, Suite 4001, Carson City, Nevada 89701-5249. For more information, contact
Rob Kuczynski, P.E. at (775) 687-9441 or visit the Division’s Bureau of Mining Regulation
website at www.ndep.nv.gov/bmrr/bmrr01.htm.

Electronic and written comments (E-mail and letters dated April 30, 2012 and May 19, 2012)
were received during the public comment period from Mr. Paul Rupp, a resident of Silver
Peak. Mr. Rupp has parcels and homes within 800 feet of the Silver Peak facility.

The Division acknowledges the assistance of Mr. Joseph Dunn, General Manager, Chemical
Foote Corporation in preparing responses to several of Mr. Rupp’s comments.

Comment 1: “Information is requested for Lithium Metal Recycling Processing at Silver Peak
Lithium Operation...in the form of copies of information to study, review, analyze and prepare
comments to submit no later May 19, 2012”...“I am requesting...a copy of the current permit
and a copy of the new permit with all changes and add-ons that will be issued...copies of
monitoring well data...for processing plants”...“[A] Copy of [all] chemicals used at Silver Peak
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NV Lithium facility processing plants used in production of ALL LITHIUM [Mr. Rupp’s emphasis]
processes is also requested as these chemicals’ are the pollution, correct?”...“Information
(copies of) also requested for all sources of water provided and used by the Silver Peak
Lithium Facility”...“Information (copies of) all soil samples taken within 500 feet of Silver Peak
Residents...”

Division Response: The Division provided electronic copies of the Draft Permit Renewal and
Factsheet and the current Permit and Factsheet to Mr. Rupp on Monday, April 30, 2012.

On Monday April 30, 2012 and on Wednesday, May 2, 2012, the Division informed Mr. Rupp
via E-mail and telephone conversation that the information, documents, and monitoring
reports in question were not available electronically, but available for review at the
Division’s Carson City Office. Because of the volume of information and size of the
documents, Mr. Rupp was informed that he was welcome to view information and
documentation residing in the Division offices during office hours (8:00 am - 5:00 pm,
Monday through Friday) and/or arrange to have copies made by any one of several local
vendors in the Carson City area.

On Friday, May 18, 2012, Mr. Rupp E-mailed the Division, requesting that the information be
forwarded electronically immediately. On Monday, May 21, 2012, Mr. Rupp was again
reminded via E-mail that he was welcome to view information and documentation residing in
the Division offices during office hours and arrange to have copies made by any one of
several local vendors in the Carson City area. As of Tuesday, May 29, 2012, Mr. Rupp had not
contacted the Division to make any arrangements.

Comment 2: “...Chemetall Foote recently change[d] their corporation name to Rockwood
Lithium Specialties ... Question, is this permit being issued to the correct Lithium producer at
the Silver Peak Lithium Operation?”

Division Response: Since 2004, Rockwood Holdings, Inc. has been the parent company of
Chemetall Foote. Both Rockwood and Chemetall are registered with the Secretary of State.
The Division is aware that Chemetall Foote is undergoing a corporate name change to
Rockwood Lithium and has notified the Permittee of the administrative requirements and
actions that need to be taken. As of Tuesday May 29, 2012, several Bureaus’ within the
Division had yet to receive any formal notification. Until the Bureau of Mining Regulation
and Reclamation receives confirmation, Chemetall Foote Corporation will continue as the
Permittee of Record.

Comment 3: “What is source(s) and condition of Metal Lithium transported to Silver Peak for
recycling into waters near Silver Peak Lithium Operation...?”...“Metal Lithium is
transport[ed]...for disposal in the playa pond (water) system from what other industrial sites
and industrial users”...“What standard operating procedures are in place to protect Silver Peak
residents from toxic smoke and residues of Lithium Metal Recycling that are emitted into the
air and fall (deposited) to earth, dried upon the ground and dispersed into Silver Peak
upon/within wind currents and water supplies-aquifers and water supplied to Silver Peak
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Lithium Processing facilities?”...“What corrective measures are now in place to prevent
recurrence of an explosion that occurred during Metal Lithium Recycling on or about January
29, 2009 that caused a fire and power outage for Nevada Energy customers in and near Silver
Peak Nevada?”

Division Response: The Facility receives scrap lithium metal from the Permittee’s Kings
Mountain, North Carolina facility and from a toll producer for the purpose of producing
lithium hydroxide solution. Scrap lithium metal is added to the non-potable brine ponds
where it reacts to produce lithium hydroxide solution. The chemical reaction is exothermic
(i.e. releases heat) causing the brine to boil and eventually off-gas hydrogen, which does
have the potential to self-ignite at the brine surface. Because of the elevated brine
temperatures, steam is released in place of the hydrogen. Hydrogen in itself is not
considered a hazardous pollutant.

The scrap lithium recycling station is located more than 3 miles from Silver Peak on a
peninsula in the middle of one of the largest brine ponds.

The Silver Peak Operation extracts lithium-rich brines from several non-potable aquifers.
The water supply source for the town of Silver Peak is from an alluvial well southwest of the
town and up gradient from the playa. A network of faults prevents communication between
the freshwater supply and the playa brines.

The incident that occurred on or about January 29, 2009 was the result of a small scale test
conducted by the Permittee at the lithium recycling station. During the testing, brine
splashed onto one of the Permittee’s electrical power poles. The splashing short circuited
and tripped the circuit breakers for the electrical distribution system at the Facility and the
Nevada Energy circuit breakers for the town of Silver Peak and surrounding area. All circuit
breakers and switching devices functioned as designed and power was restored shortly. The
Permittee has since revised operating procedures to eliminate any reoccurrence.

Comment 4: “...[W]hat is considered containment area for water pollution at the Silver Peak
NV Lithium facility processing plants?”

Division Response: Containment areas are located around tank farms and wet area of the
process facilities. Effluent discharge from the carbonate facility is permitted to return to
the closed playa basin through open discharge southeast of the process facility. The brine is
allowed to return to the closed basin aquifers which contain non-potable brines.

Comment 5: “What are contamination/pollution/toxic factors and risks from burning Metal
Lithium Recycling at Silver Peak Lithium Operations?”...“Air quality is monitored how, in Silver
Peak Nevada to protect Silver Peak residents and others from toxic corrosive metal(s) and by-
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Division Response: Air quality permitting and monitoring concerns are the purview of the
Division’s Bureau of Air Pollution Control and not the subject of this Permit renewal.

Comment 6: “About 75,000 acre feet of potable water flows INTO [Mr. Rupp’s emphasis]
Clayton Valley / Silver Peak annually from Fish Lake Valley (Dyer) and Silver Peak's flowing
Potable Municipal Water source sits atop Silver Peak's "non-potable saline Playa water” within
and enclosed by the parameters of Silver Peak's "Aquifer”. And since Silver Peak's Municipal
water supply is regularly polluted by Chemetall's "production errors” [Mr. Rupp’s quotations]
and Chemetall's on-site "Holding Ponds," plus the series of huge, unlined "Evaporation Ponds"
which "leak” [Mr. Rupp’s quotations] and flow onto and into the ground, including land areas
outside of Chemetall's "Containment Berm” -- that includes Silver Peak’s only Play Ground
where a "pond” forms and dries out leaving Chemetall's "Chemical Soup” [Mr. Rupp’s
quotations] in the dirt where the children play every day over the years they go through
school [sic], and these large-volume "overflows" leach deeply into the ground and effectively
"sprinkle” said pollutants onto the surface of Silver Peak's "Potable" water source that flows on
the top of the "NON-potable" saline waters within the aquifer wherein said "Potable Water" is
then pumped by the County into Silver Peak's Municipal Water System.”

Division Response: Pursuant to data provided by the Permittee and the Nevada Division of
Water Resources (NDWR), recharge to the Clayton Valley is between 19,000 to 20,000 acre
feet per year with most of the recharge coming from the Smoky Valley Corridor and the
Paymaster Corridor, northwest and northeast of Silver Peak. The Silver Peak town water
supply is located on the alluvium southwest of Silver Peak and is isolated from the
Permittee’s lithium brine resource by a naturally occurring faulting system. All of the
lithium ponds are located within the non-potable region of the Clayton Valley. The
Permittee maintains a monitoring well located between the Facility pond system and the

town water supply. A Permit requirement requires this well to be sampled quarterly and all
analytical results submitted to the Division.

Comment 7: “Also, there was a period of three years 2002-2005 after the County [Esmeralda
County] drilling [sic] a new "Backup Well" for the Municipal Water system that was so polluted
with uranium and toxic volcanic compounds the residents suffered with skin lesions, etc., and
whatever else these pollutants may have done INSIDE everyone's body, especially CHILDRENS'
[sic] bodies [Mr. Rupp’s emphasis].”

Division Response: The Esmeralda County water well in question is located on an alluvial fan
southwest of the town of Silver Peak within Clayton Valley. The well has no hydraulic
connection with the Facility due to the naturally occurring faulting system.
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